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SUMMARY  OF  RECOMMENDATIONS 


As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether  the 
college  concurs  or  does  not  concur  with  each  recommendation.   This  listing  serves 
as  a  means  of  summarizing  the  recommendations  contained  in  the  report  and  the 
audited  college's  reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  replies  of  the  Montana  College  of  Mineral  Science  and  Tech- 
nology and  the  Commissioner  of  Higher  Education  (CHE)  are  included  in  the  back 
of  this  report. 


1.  Implement  procedures  whereby  the  payroll  register  is 

reviewed  and  approved  by  management  prior  to  sub- 
mission to  Helena  via  teleprocessing. 

College  Reply:  Concur.       See  page  31. 

2.  Disclose  the  liability  and  charge  for  compensated 

absences  related  to  current  and  previous  years  in 
the  Unrestricted  Current  Funds  in  compliance  with 
FASB  //43  and  NACUBO  Special  Report  82-5. 

CHE  Reply.     Partially  concur.       See  page  35. 

3.  Implement  procedures  to  enhance  the  collection  of 

Peter  Potter  loans. 

College  Reply:  Concur.       See  page  31. 

4A.   Require  the  use  of  written  requests  for  systems 
maintenance  and  development. 

College  Reply:  Concur.       See  page  31. 

4B.   Develop  a  written  disaster  plan  including  consideration 
to  offsite  backup  storage  of  financial  data. 

College  Reply:  Concur.       See  page  31. 

5.    Insure  that  adequate  documentation  is  maintained  to 
support  all  private  scholarship  payments. 

College  Reply:  Concur.       See  page  32. 

6A.   Comply  with  Section  2-18-611,  M.C.A.,  in  granting 
annual  leave. 

College  Reply:  Concur.       See  page  32. 

6B.   Comply  with  the  Montana  Operations  Manual,  Chapter  three, 
and  utilize  the  required  standard  requests  for  leave. 

College  Reply:  Concur.       See  page  32. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 

7.  Resolve  the  question  of  liability  related  to  student 

organizations  and  obtain  appropriate  Insurance 

coverage.  7 

CHE  Reply:  Concur.  See  page  35. 

8.  Consult  with  the  bond  indenture  trustee  and  its  legal 

counsel  to  provide  for  an  amendment  to  the  indenture 

extending  the  audit  date  deadline.  8 

College  Reply:      Do  not  concur.      See  page  32. 

9.  Transfer  intercollegiate  athletics  accounts  to  the 

Current  Unrestricted  or  Designated  Funds.  9 

CHE  Reply:  Concur.  See  page  35. 

10.  Record  the  initial  receipt  and  disbursement  of  all 

mandatory  student  activity  fees  in  its  Current 

Unrestricted  or  Designated  Funds.  10 

CHE  Reply:  Concur.  See  page  36. 


COMMENTS 
General 

We  performed  a  financial/compliance  audit  of  the  Montana  College  of 
Mineral  Science  and  Technology  (Montana  Tech)  for  the  fiscal  year  ended 
June  30,  1982.   The  objectives  of  our  audit  were  to:   (1)  determine  if  the 
financial  statements  of  the  college  present  fairly  its  financial  position 
and  results  of  operations  for  the  fiscal  year  ended  June  30,  1982;  (2) 
determine  if  the  college  complied  with  applicable  state  and  federal  laws  and 
regulations;  (3)  make  recommendations  for  the  improvement  of  management  and 
internal  controls;  and  (4)  determine  whether  prior  audit  recommendations  have 
been  effectively  implemented. 

We  thank  Montana  Tech  staff  for  their  cooperation  and  assistance  during 
our  audit. 

Background 

Montana  Tech  was  established  in  Butte  by  the  Third  Legislative  Assembly 
in  1893.   It  was  initially  called  the  Montana  School  of  Mines  and  in  1965 
the  name  was  changed  to  Montana  College  of  Mineral  Science  and  Technology. 

The  college  offers  degree  programs  at  both  the  graduate  and  under- 
graduate levels  in  the  following  engineering  fields:   geology,  geophysics, 
metallurgy,  mineral  processing,  mining,  petroleum  and  engineering  science. 
A  graduate  program  in  geochemistry  has  been  established  in  collaboration 
with  the  University  of  Montana  and  Montana  State  University.   The  college 
also  awards  four  year  degrees  in  business  administration,  environmental  engin- 
eering, computer  science,  occupational  safety  and  health,  society  and  tech- 
nology, chemistry  and  mathematics  as  well  as  degrees  in  arts,  science  and 
engineering,  and  science 
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Background  -  Cont. 

Montana  Tech  is  one  of  six  institutions  comprising  the  Montana  University 
System.   Accordingly,  the  College  is  under  the  full  control  and  supervision 
of  the  seven-member  Board  of  Regents  of  Higher  Education.   A  local  three-member 
executive  board  is  appointed  by  the  Governor;  however,  this  board  is  only  ad- 
visory in  nature. 

The  original  campus  is  located  on  land  donated  by  citizens  and  subsequent 
expansion  has  been  accomplished  through  further  gifts  and  purchases. 

Also  located  at  the  college  is  the  Montana  Bureau  of  Mines  and  Geology 
which  was  established  as  a  department  of  the  college  by  the  1919  Legislative 
Assembly.   The  Bureau  is  charged  with  furthering  the  effective  utilization 
of  mineral  resources  through  the  investigation  of  their  geology,  production, 
treatment  and  economics.   It  disseminates  information  through  publications 
and  by  replies  to  individual  inquiries. 

The  primary  sources  of  revenue  to  operate  the  college  come  from  the 
State's  General  Fund  and  University  Millage  accounts.   Other  significant 
sources  include  student  fees,  land  grant  income,  auxiliary  enterprise 
operations  and  federal,  state  and  private  grants,  gifts  and  contracts. 
The  Bureau  of  Mines  and  Geology  is  financed  by  state  appropriations  and 
sales  and  services  revenue.   The  nature  and  extent  of  the  revenue  from 
these  various  sources  are  depicted  in  the  accompanying  financial  statements. 

Internal  Control  over  Payroll 

The  college  maintains  their  own  computerized  payroll  system.   This 
system  calculates  the  payroll  for  all  employees  and  output  includes  a  time 
card  report,  trial  payroll  run,  final  payroll  register  and  check  stubs. 
The  college  utilizes  teleprocessing  to  transmit  the  final  payroll  register 
to  Helena  where  the  payroll  checks  are  printed.   The  payroll  checks  are 
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Internal  Control  over  Payroll  -  Cont. 

then  mailed  back  to  the  college  for  distribution. 

Our  examination  of  the  college's  internal  control  over  payroll  revealed 
certain  weaknesses.   One  employee  at  the  college  is  responsible  for  the  pre- 
paration, verification  and  input  of  payroll  data  to  the  college's  computerized 
payroll  system.   No  other  employee  verifies  or  approves  the  work  of  this  em- 
ployee.  Distribution  of  payroll  checks  and  the  input  of  accounting  entries 
into  the  Statewide  Budgeting  and  Accounting  System  are  performed  by  employees 
not  involved  in  payroll  calculation. 

Internal  control  is  weakened  when  the  work  of  the  payroll  clerk  is  not 

verified  or  approved  by  management. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  COLLEGE  IMPLEMENT  PROCEDURES 
WHEREBY  THE  PAYROLL  REGISTER  IS  REVIEWED  AND  APPROVED 
BY  MANAGEMENT  PRIOR  TO  SUBMISSION  TO  HELENA  VIA 
TELEPROCESSING. 

Accounting  for  Compensated  Absences 

Financial  Accounting  Standards  Board  (FASB)  issued  FASB  i'/AS  in  November 
1980,  to  be  effective  for  fiscal  years  beginning  after  December  15,  1980. 
FASB  //43  requires  an  employer  to  accrue  a  liability  for  employees'  rights 
to  receive  compensation  for  future  absences  rather  than  utilization  of  foot- 
note disclosure.   On  September  7,  1982  the  National  Association  of  College 
and  University  Business  Officers  (NACUBO)  released  Special  Report  82-5  which 
requires  colleges  and  universities  covered  by  the  AICPA  Audit  Guide,  Audits 
of  Colleges  and  Universities,  to  disclose  the  liability  and  charge  for  compen- 
sated absences  related  to  current  and  previous  years  in  the  Unrestricted 
Current  Fund.   This  Special  Report  82-5  took  effect  immediately  in  com- 
pliance with  FASB  #43.   It  should  be  noted  that  C.P.A.'s  are  bound  by  the 
AICPA' s  code  of  pro'fessional  conduct  to  abide  by  FASB  pronouncements. 
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On  October  13,  1982  the  Commissioner  of  Higher  Education  released  a 
memo  to  all  Montana  colleges  and  universities  indicating  to  them  not  to 
follow  FASB  #43  or  Special  Report  82-5  and  that  footnote  disclosure  should 
be  utilized.   Montana  College  of  Mineral  Science  and  Technology  has  com- 
plied with  the  Commissioner's  memo. 

On  June  30,  1982  the  Montana  College  of  Mineral  Science  and  Technology 

had  an  unreported  compensated  absence  liability  of  $437,578.67  and  unreported 

current  year  charges  in  fiscal  year  1981-82  of  $89,994.58.   Due  to  the  materiality 

of  the  amounts,  we  have  qualified  our  opinion  upon  the  financial  statements. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  COLLEGE  DISCLOSE  THE  LIABILITY  AND 
CHARGE  FOR  COMPENSATED  ABSENCES  RELATED  TO  CURRENT  AND 
PREVIOUS  YEARS  IN  THE  UNRESTRICTED  CURRENT  FUND  IN  COM- 
PLIANCE WITH  FASB  #43  AND  NACUBO  SPECIAL  REPORT  82-5. 

Peter  Potter  Loan  Fund 

The  college  acts  as  custodian  and  administers  the  Peter  Potter  Loan 
Fund.   The  corpus  of  this  fund  was  bequeathed  by  Dr.  Peter  Potter  and  loans 
from  this  fund  are  available  to  Butte  Public  High  School  graduates  only. 
Loan  proceeds  are  to  be  used  for  paying  the  cost  of  attending  any  unit  within 
the  Montana  University  System.   Because  of  the  custodial  nature  of  this  fund, 
it  is  included  in  Agency  Funds. 

In  examining  the  college's  administration  of  the  Peter  Potter  Loan  Fund, 
we  noted  that  billing  and  collection  procedures  are  inadequate.   According  to 
the  trust  document,  repayment  of  amounts  lent  to  students  need  not  begin  un- 
til one  year  after  graduation  or  departure  from  any  Montana  University.   The 
college  has  an  inadequate  tracking  system  to  determine  when  students  leave 
or  graduate  from  school.   Furthermore,  the  billing  of  students  in  a  repay- 
ment status  is  inadequate  and  not  performed  in  a  timely  manner. 
RECOMMENDATION 

WE  RECOMMEND  THAT  THE  COLLEGE  IMPLEMENT  PROCEDURES  TO  ENHANCE 
THE  COLLECTION  OF  PETER  POTTER  LOANS.   THIS  WILL  REQUIRE 
COMMUNICATION  WITH  OTHER  UNITS  WITHIN  THE  MONTANA  UNIVERSITY 
SYSTEM. 
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Data  Processing  Procedures 

As  part  of  our  audit  of  the  college,  we  examined  the  data  processing 
used  at  the  college  in  compliance  with  Statement  on  Auditing  Standards  No.  3. 
A  discussion  of  our  findings  follows: 

Procedures  for  systems  development  and  maintenance  are  inadequate. 
The  college  uses  no  formal  request  for  programming  changes  or  improve- 
ments.  The  requests  are  either  handled  orally  or  on  scraps  of  paper.   The 
college  should  use  a  formal  request  procedure.   Users  should  initiate  the 
requests  and  the  users  should  also  subsequently  approve  the  applicable  work 
performed,  indicating  that  the  requested  task  was  satisfactorily  completed. 

The  college  has  no  formal  written  disaster  plan  to  be  followed  in  the 
event  such  a  disaster  occurs.   Furthermore,  they  do  not  maintain  off-site 
storage  for  financial  data.   All  backup  is  maintained  in  a  fire  proof 
cabinet  in  the  computer  center.   The  college  should  develop  a  written  disaster 
plan,  including  persons  to  be  contacted,  procedures  for  the  use  of  backup 
facilities,  and  procedures  to  insure  that  all  backup  copies  of  program  and 
system  software  are  current  at  all  times. 

RECOMMENDATION 

WE  RECOMMEND  THAT  THE  COLLEGE: 

A.  REQUIRE  THE  USE  OF  WRITTEN  REQUESTS  FOR  SYSTEMS 
MAINTENANCE  AND  DEVELOPMENT.   THE  REQUESTS  SHOULD 
BE  INITIATED  AND  APPROVED  BY  THE  USERS;  AND 

B.  DEVELOP  A  WRITTEN  DISASTER  PLAN  INCLUDING  CONSIDERATION 
TO  OFF-SITE  BACKUP  STORAGE  OF  FINANCIAL  DATA. 

Private  Scholarships 

The  scholarship  committee  and  certain  departments  of  the  college  are 
assigned  the  responsibility  of  awarding  private  scholarships.   Our  examina- 
tion of  these  awards  revealed  a  consistent  lack  of  documentation.   We  could 
not  determine  whether  or  not  the  college  had  complied  with  donor  restrictions. 


-5- 


We  were  informed  that  restriction  verification  is  done  orally.   No  files  or 
permanent  documentation  is  prepared  to  verify  that  awards  were  made  in  com- 
pliance with  donor  restrictions.   Furthermore,  applications  for  private 
scholarships  provide  limited  information  as  to  donor  restriction  compliance. 
RECOMMENDATION 

WE  RECOMMEND  TIIAT  THE  COLLEGE  INSURE  THAT  ADEQUATE  DOCU- 
MENTATION IS  MAINTAINED  TO  SUPPORT  ALL  PRIVATE  SCHOLARSHIP 
PAYMENTS,  INCLUDING  EVIDENCE  THAT  ALL  DONOR  RESTRICTIONS 
HAVE  BEEN  MET. 

Employee  Leave 

Our  audit  of  employee  leave  revealed  that  the  college  does  not  adhere  to 
certain  state  laws  governing  leave. 

We  noted  one  instance  where  the  college  allowed  annual  leave  prior  to 
the  employee  being  employed  for  six  months.   Section  2-18-611,  MCA,  states, 
in  part,  that  employees  are  not  entitled  to  any  vacation  leave  with  pay  until 
they  have  been  continuously  employed  for  a  period  of  six  calendar  months. 
In  addition,  this  employee  took  annual  leave  in  amounts  greater  than  he  had 
accumulated. 

The  college  does  not  utilize  requests  for  leave  when  employees  take 
leave.   Section  2-18-604,  M.C.A.,  gives  the  Department  of  Administration 
authority  to  promulgate  rules  and  regulations  concerning  leave.   Section 
801.14.3  of  the  Policies  and  Procedures  Manual  published  by  the  Commissioner 
of  Higher  Education  states,  in  part,  that  the  Montana  University  System  will 
comply  with  state  statute.   The  Department  of  Administration  in  the 
Montana  Operations  Manual,  chapter  three,  requires  the  use  of  the  standard 
request  for  leave. 
RECOMMENDATION 

WE  RECOMMEND  THAT  THE  COLLEGE: 

A.  COMPLY  WITH  SECTION  2-18-611,  M.C.A.,  IN  GRANTING 
ANNUAL  LEAVE. 

B.  COMPLY  WITH  THE  MONTANA  OPERATIONS  MANUAL,  CHAPTER 
THREE,  AND  UTILIZE  THE  REQUIRED  STANDARD  REQUESTS 
FOR  LEAVE. 


■Student  Organization  Liability 

Each  unit  in  the  Montana  University  System  has  a  student  government 
organization.   The  students  provide  funding  for  the  organizations  through 
a  mandatory  student  activity  fee,  as  approved  by  the  Board  of  Regents.   The 
various  elected  student  governments  have  control  over  student  activity  fees 
and  activities. 

These  student  governments  budget  and  control  funding  to  student  groups 
who  use  the  funds  for  activities  benefiting  students.   Activities  vary  by 
campus  and  include  student  newspapers,  athletics,  campus  recreation,  concerts, 
day  care,  and  student  clubs.   Even  though  the  student  organizations  control 
the  fees,  the  state,  through  the  Board  of  Regents,  could  be  recognized  as 
legally  responsible  for  student  activities  funded  by  the  mandatory  student 
fees.   The  extent  of  the  state's  liability  for  the  student  organizations  has 
not  been  established. 

In  1974,  a  suit  was  brought  against  a  student  newspaper  where  the  plain- 
tiff named  a  university  unit  as  a  defendant  since  the  newpaper  was  funded  by 
a  mandatory  fee.   The  newspaper  contended  it  had  a  right  to  be  protected  and 
indemnified  by  the  university  since  the  university  provided  the  funds  and 
accounting  control  for  the  newspaper.   Since  the  suit  was  settled  out  of 
court,  the  liability  question  was  not  settled  legally.   This  settlement  was 
paid  by  the  state's  liability  insurance. 

Currently,  student  organizations  are  not  charged  premiums  by  the  state's 
liability  insurance  program  even  though  the  state  may  be  exposed  to  a 
potentially  significant  liability  for  student  activities. 

The  liability  question  should  be  resolved  by  the  Board  of  Regents  as  soon 

as  possible,  and  proper  insurance  coverage  obtained  if  appropriate. 

RECOMMENDATION 

WE  RECOf^MEND  TJiE  BOARD  OF  REGENTS  RESOLVE  THE  QUESTION 
OF  LIABILITY  RELATED  TO  STUDENT  ORGANIZATIONS  AND  OB- 
TAIN APPROPRIATE  INSURANCE  COVERAGE. 
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Bond  Covenants 

Section  3.12  of  the  college's  1970  supplemental  bond  indenture  requires 

audited  financial  statements  to  be  furnished  to  the  Trustee  within  90  days 

of  the  college's  fiscal  year-end.   For  the  year  ended  June  30,  1982,  the 

college  had  not  complied  with  this  requirement.   College  management  officials 

believe  that  the  deadline  is  presently  impractical  because  of  time  restrictions 

resulting  from  the  generation  of  its  year-end  adjustments  and  their  subsequent 

entry  into  the  Statewide  Budgeting  and  Accounting  System. 

RECOMMENDATION 

THE  COLLEGE  SHOULD  CONSULT  WITH  THE  BOND  INDENTURE  TRUSTEE  AND 
ITS  LEGAL  COUNSEL  TO  PROVIDE  FOR  AN  AMENDMENT  TO  THE  INDENTURE 
EXTENDING  THE  AUDIT  DATE  DEADLINE. 

Intercollegiate  Athletics 

College  intercollegiate  athletics  are  funded  by  a  General  Fund  appro- 
priation, gate  receipts,  and  donations.   The  Montana  College  of  Mineral 
Science  and  Technology  competes  in  sports  for  women  and  men,  including  basket- 
ball, volleyball  and  football. 
Accounting 

The  portions  of  Montana  College  of  Mineral  Science  and  Technology  inter- 
collegiate athletics  supported  by  gate  receipts  and  donations  are  recorded 
as  an  auxiliary  enterprise.   According  to  the  College  and  University  Business 
and  Administration  (CUBA)  guidelines,  which  were  established  to  provide  con- 
sistency of  accounting  methods  in  all  universities,  athletics  should  be 
accounted  for  as  an  auxiliary  enterprise  only  if  it  is  essentially  self- 
supporting.   In  fiscal  year  1981-82,  the  Current  Unrestricted  General  Operating 
Fund  provided  $193,757  of  the  total  $210,001  spent  for  athletics.   Because 
athletics  are  not  self-supporting,  the  college  should  operate  the  total 
athletic  program  in  the  Current  Unrestricted  General  Operating  or  Designated 
Funds.   If  the  college  wants  to  identify  money  generated  by  athletics  it 


Intercollegiate  Athletics  -  cont. 

could  be  accounted  for  in  a  separate  account  in  either  the  Crrent  Unre- 
stricted General  Operating  or  Designated  Funds. 
RECOMMENDATION 

WE  RECOMMEND  THE  COLLEGE  TRANSFER  INTERCOLLEGIATE  ATHLETICS 
ACCOUNTS  TO  THE  CURRENT  UNRESTRICTED  GENERAL  OPERATING  OR 
DESIGNATED  FUNDS. 

Mandatory  Student  Fees 

The  Associated  Students  of  Montana  Tech  (ASMT)  is  a  nonprofit  organization 
representing  all  registered  students  at  the  college.   ASMT  receives  its 
funding  from  two  sources: 

1.  A  quarterly  $15  mandatory  student  activity  fee  established 
by  the  Board  of  Regents  of  Higher  Education;  and 

2.  Receipts  from  all  entertainments,  activities,  and  benefits 
conducted  by  ASMT. 

The  mandatory  student  activity  fees  are  allocated  by  ASMT  to  various 
student  organizations  who  then  fund  activities  for  the  student  body. 

In  1974,  the  Montana  Attorney  General  issued  an  opinion  stating 
that  mandatory  university  system  student  fees  are  public  funds  which  must 
be  expended  for  a  public  purpose  determined  in  the  first  instance  by  the 
Board  of  Regents.   A  1975  opinion  defined  the  powers  of  the  Board  of  Regents 
and  required  the  university  system  maintain  all  public  funds  with  the  State 
Treasurer. 

During  fiscal  year  1981-82,  ASMT  received  mandatory  student  fees  of 
$104,688  and  total  receipts  of  $146,628.   Because  the  University  System 
Accounting  Manual  (USAM)  requires  the  financial  affairs  related  to  duly 
organized  student  bodies  to  be  accounted  for  within  the  Agency  Fund,  Montana 
Tech  .records  these  fees  in  the  Agency  Fund.   As  state  funds,  these  fees 
should  be  recorded  on  SBAS  in  the  Unrestricted  General  Operating  or 
Designated  Funds  as" revenue  and  as  a  transfer  to  the  Agency  Fund. 

-9- 


Mandatory  Student  Fees  -  Cont. 

RECOMMENDATION 

WE  RECOMMEND  MONTANA  TECH  RECORD  THE  INITIAL  RECEIPT  AND 
DISBURSEMENT  OF  ALL  MANDATORY  STUDENT  ACTIVITY  FEES  IN 
ITS  CURRENT  UNRESTRICTED  OR  DESIGNATED  FUNDS. 

FTE  Counts 

A  major  funding  criterion  for  the  college  is  the  number  of  full-time 
equivalent  (FTE)  students  registered.   FTE's  are  computed  in  accordance  with 
guidelines  published  by  the  Commissioner  of  Higher  Education.   We  reviewed 
the  FTE  counts  reported  by  the  college  for  fiscal  years  1980-81  and  1981-82 
for  compliance  with  published  guidelines  and  accuracy.   We  found  no  exceptions 
at  the  Montana  College  of  Mineral  Science  and  Technology.   (See  Student  Full- 
Time  Equivalent,  page  29.) 

Federal  Grant  Compliance 
Scope  of  Audit 

Our  audit  of  federal  grants  and  contracts  was  made  in  accordance  with 
Standards  for  Audit  of  Governmental  Organizations ,  Programs,  Activities,  and 
Functions  1981  Revision  and  Office  of  Management  and  Budget  Circulars  A-110 
and  A-21.   The  purpose  of  our  audit  was  to  determine  whether  costs  charged 
to  federal  grants  and  contracts  were  reasonable  and  allowable.   We  also  re- 
viewed administrative  controls  and  management  systems  in  effect  to  determine 
if  they  were  adequate  to  ensure  compliance  with  federal  regulations  and  grant 
and  contract  terms  and  conditions. 

Our  audit  covered  the  period  July  1,  1981  through  June  30,  1982  and  was 
part  of  an  organization-wide  audit  for  that  period.   The  college  charged 
1.4  million  dollars  to  federal  grants  and  contracts  during  this  period.   All 
tested  items  were  in  compliance  with  applicable  laws  and  regulations.   Nothing 
came  to  our  attention  that  causes  us  to  believe  that  untested  items  are  not 
in  compliance  with  applicable  laws  and  regulations.   Grantors  should  note  the 
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Federal  Grant  Compliance 

Scope  of  Audit  -  cont. 

Montana  College  of  Mineral  Science  and  Technology  Foundation  is  a  separate 
nonprofit  corporation.   It  is  not  a  part  of  the  University  Accounting  System 
and,  therefore,  was  beyond  the  scope  of  our  audit. 

Student  Aid  Programs 

We  performed  an  audit  of  the  student  financial  aid  programs  at  the  college. 
This  report  is  bound  separately  and  includes  audits  of  the  Pell  Grants,  Supple- 
mental Educational  Opportunity  Grants,  College  Work-Study,  and  National  Direct 
Student  Loan  Programs.   The  audit  covered  the  period  July  1,  1980  through 
June  30,  1982. 

We  noted  the  following  areas  of  the  college's  management  of  student  aid 
programs  were  in  need  of  improvement :   1)   the  college  should  ensure  that 
each  student  completes  and  signs  a  statement  of  educational  purpose;  and 
2)  the  college  should  ensure  that  written  notification  of  Pell  Grant  Awards 
is  given  to  each  recipient. 

Prior  Audit  Recommendations 

The  fiscal  year  1980-81  audit  of  the  Montana  College  of  Mineral  Science 
and  Technology,  performed  by  Janke,  Winchell,  Ehrlick  &  Company,  contained 
five  recommendations.   Three  of  the  five  recommendations  were  implemented, 
one  is  no  longer  applicable  and  one  was  not  implemented.   The  nonimplemented 
recommendation  relating  to  bond  covenants  is  discussed  in  this  report  on 
page  8. 

Internal  Control 

We  have  examined  the  financial  statements  of  the  Montana  College  of 
Mineral  Science  and  Technology  for  the  fiscal  year  ended  June  30,  1982.   We 
issued  our  opinion  dated  September  30,  1982  on  these  statements.   As  part  of 
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Internal  Control  -  cont. 

our  examination,  we  made  a  study  and  evaluation  of  the  system  of  control  of 
the  Montana  College  of  Mineral  Science  and  Technology.   Our  study  evaluated 
the  system  as  required  by  generally  accepted  government  auditing  standards  for 
financial  and  compliance  audits.   We  classified  and  studied  the  controls  in 
the  following  categories:   revenue/receipts,  payroll,  expenditures,  cash, 
accounts  receivable,  inventory,  investments,  and  plant,  property  and  equipment. 
Through  our  study,  we  determined  the  nature,  timing,  and  extent  of  our  auditing 
procedures.   We  did  not  evaluate  the  control  system  to  the  extent  necessary 
to  give  an  opinion  on  either  individual  segments  or  the  system  as  a  whole. 

The  management  of  the  Montana  College  of  Mineral  Science  and  Technology 
is  responsible  for  establishing  and  maintaining  a  system  of  accounting  control. 
In  fulfilling  this  responsibility,  estimates  and  judgments  by  management  are 
required  to  assess  the  expected  benefits  and  related  costs  of  control  pro- 
cedures.  The  objectives  of  a  system  are  to  provide  management  with  reasonable 
assurance;   1)  that  assets  are  safeguarded  against  loss  from  unauthorized  use 
or  disposition;  2)  that  transactions  are  executed  in  accordance  with  management's 
authorization;  and  3)  that  transactions  are  recorded  properly  to  permit  the 
preparation  of  financial  statements  in  accordance  with  generally  accepted 
accounting  principles.   Inherent  limitations  in  any  system  of  controls  may 
cause  errors  or  irregularities  to  remain  undetected.   The  current  system 
evaluation  should  not  be  used  to  project  to  future  periods  since  the  pro- 
cedures may  become  inadequate  or  compliaace  with  them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first  paragraph 
would  not  necessarily  disclose  all  material  weaknesses  in  the  system. 
Accordingly,  we  do  not  express  an  opinion  on  the  system  of  controls  used  by 
the  Montana  College  of  Mineral  Science  and  Technology.   However,  our  study 
disclosed  conditions  that  could  result  in  financial  statement  errors  that 
would  be  difficult  to  detect.   These  conditions  relating  to  payroll  are 
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Internal  Control  -  cont. 

discussed  on  pages  2  and  3. 

These  conditions  were  considered  in  determining  the  nature,  timing,  and 
extent  of  the  audit  tests  of  the  financial  statements  and  this  report  does  not 
affect  our  report  on  the  financial  statements. 

This  report  is  intended  soley  for  the  use  of  management  and  the  legisla- 
ture and  should  not  be  used  for  any  other  purpose.   This  restriction  as  to  use 
is  not  intended  to  limit  the  distribution  of  this  document  which,  upon  acceptance 
by  the  Legislative  Audit  Committee,  is  a  matter  of  public  record. 
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Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  Montana  College  of  Mineral  Science 
and  Technology  as  of  June  30,  1982,  and  the  related  statements  of  changes  in  fund 
balances  and  current  funds  revenues,  expenditures,  and  other  changes  for  the  year 
then  ended.   Our  examination  was  made  in  accordance  with  generally  accepted  audit- 
ing standards  including  generally  accepted  government  auditing  standards  for  fi- 
nancial and  compliance  audits  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the  cir- 
cumstances. 

The  accompanying  balance  sheet  at  June  30,  1982  does  not  reflect  a  liability 
for  compensated  absences  in  the  amount  of  $437,578.67  in  the  Current  Unrestricted 
General  Operating  Fund.   Furthermore,  Current  Unrestricted  General  Operating  Fund 
expenditures  are  understated  by  $89,994.58  for  the  year  ended  June  30,  1982  due  to 
unreported  current  year  compensated  absences  accrual.   Disclosure  of  compensated 
absences  in  the  Current  Unrestricted  General  Operating  Fund  is  required  by  gener- 
ally accepted  accounting  principles  and  the  National  Association  of  College  and 
University  Business  Officers,  (NACUBO) ,  Special  Report  82-5.   This  is  discussed  in 
greater  detail  on  pages  3  and  4  nf  this  report. 

In  our  opinion,  except  for  the  effects  of  the  items  discussed  in  the  second 
paragraph,  the  aforementioned  financial  statements  present  fairly  the  financial 
position  of  Montana  College  of  Mineral  Science  and  Technology  as  of  June  30,  1982, 
and  the  changes  in  fund  balances  and  the  current  funds  revenues ,  expenditures  and 
other  changes  for  the  year  then  ended,  in  conformity  with  generally  accepted  ac- 
counting principles  which  have  been  applied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic 
financial  statements  taken  as  a  whole.   The  accompanying  schedule  of  federal  grant 
expenditures  is  presented  for  additional  analysis  and  disclosure  purposes  in  com- 
pliance with  "Uniform  Administrative  Requirements  for  Grants  and  Other  Agreements 
with  Institutions  of  Higher  Education,  Hospitals,  and  Other  Nonprofit  Organizations" 
and  is  not  a  required  part  of  the  basic  financial  statements  for  the  Montana 
College  of  Mineral  Science  and  Technology.   The  supplemental  schedule  of  enroll- 
ment statistics  for  the  two  fiscal  years  ended  June  30,  1982  and  the  supplemental 
schedule  of  capital  projects  are  also  not  a  required  part  of  the  basic  financial 
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statements  but  are  presented  for  purposes  of  additional  analysis.   These 
schedules  have  been  subjected  to  the  auditing  procedures  applied  in  the  examina- 
tion of  the  basic  financial  statements  and,  in  our  opinion,  are  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  financial  statements  taken 
as  a  whole. 


Respectfully  submitted. 


NEVn^AND,  HORN,  CRIPPEN  &  PECK,  P.C. 
Certified  Public  Accountants 


Butte,  Montana 
September  30,  1982 
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MONTANA  COLLEGE  OF  MINERAL 
SCIENCE  AND  TECHNOLOGY 

STATEMENT  OF  CURRENT  FUNDS   REVENUES,  EXPENDITURES  AND  OTHER  CHANGES 
For  the  Year  Ended  June  30,  1982 


UNRESTRICTED 

GENERAL 

OPERATING 

FUND 


Revenues: 

Tuition  and  fees 
State  appropriations 
College 

Bureau  of  Mines  & 
Geology 
Indirect  cost  recoveries 
Federal  grants  and  contracts 

College 
State  grants  and  contracts 
Private  grants  and  contracts 
Auxiliary  enterprises 
Sales  and  services  - 
College 

Bureau  of  Mines  £i 
Geology 
Other 

Total  revenues 


$1,173,157 

4,441,404 

1,301,644 
259,170 


253,246 

11,134 

7,439,755 


DESIGNATED 
FUND 

$   7,694 


664,547 


672,241 


RESTRICTED 
FUND 


$1,298,242 
108,987 
308,773 


AUXILIARY 
FUND 


$1,033,169 


1,716,002    1,033,169 


Expenditures : 

Instructional  3,134,146 

Organized  research  40,354 

Academic  support  443,461 

Student  services  and  aid  647,541 
Operation  and  maintenance 

of  plant  975,025 

Institutional  support  690,070 
Scholarships  and 

fellowships  195,418 
Recovery  from  Bureau  of 

Mines  &  Geology  (    220,109) 

5,905,906 


680,664 


680,664 


1,191,221 
156,029 
120,541 

2,266 
6,498 

239,447 


1,716,002 


953,687 


953,687 


Independent  operations  - 
Bureau  of  Mines  & 

Geology  1,328,149 

Services  provided  by 
College  220,109 

Total  expenditures        7,454,164 


680,664 


1,716,002 


953,687 


Transfers  - 

increase  (decrease) 
Voluntary  transfers  - 

Restricted 
Excess  of  transfers  to 
revenue  over  restricted 
receipts 

Total  transfers 


6,555 

79,445 


86,000 


Net  increase  (decrease)  in 
fund  balance 


($   14,409)   ($  8,423)    $   86,000   $   79,482 


See  notes  to  financial  statements. 
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MONTANA  COLLEGE  OF  MINERAL 
SCIENCE  AND  TECHNOLOGY 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
JUNE  30,  1982 

Note  1.    Summary  of  Significant  Accounting  Policies 

Financial  Statements 

The  accompanying  financial  statements  have  been  prepared  on  the 
accrual  basis  in  accordance  with  generally  accepted  accounting  prin- 
ciples for  colleges  and  universities. 

The  statement  of  current  funds  revenues,  expenditures,  and  other 
changes  is  a  statement  of  financial  activities  of  current  funds  related 
to  the  current  reporting  period  and  does  not  purport  to  present  the  re- 
sults of  operations  or  the  net  income  or  loss  for  the  period. 

Fund  Accounting 

The  accounts  of  the  college  are  maintained  in  accordance  with  the 
principles  of  fund  accounting  wherein  resources  are  classified  for 
accounting  purposes  into  funds  that  are  identified  by  the  limitations 
and  restrictions  placed  on  their  use. 

Separate  accounts  are  maintained  for  each  fund;  however,  accounts 
with  common  characteristics  are  combined  into  fund  groups  and  reflected 
as  such  in  the  accompanying  financial  statements. 

The  common  characteristics  of  the  funds  contained  in  the  various 
groups  are  as  follows: 

Current  Funds : 

The  current  funds  group  includes  economic  resources  expendable 
in  performing  the  primary  objectives  of  the  university,  i.e., 
instruction,  research,  and  public  service.   The  current  funds 
group  have  two  basic  distinct  subgroups:   unrestricted  funds 
which  have  no  expenditure  restrictions,  and  restricted  funds 
which  have  expenditure  restrictions.   Unrestricted  current  funds 
are  comprised  of  the  following: 

General  Operating  -  utilized  for  general  operations 
in  performing  the  primary  objectives  of  the  college. 

Designated  -  utilized  for  educational  related  service 
activities  which  are  self-supporting. 

Auxiliary  Enterprises  -  utilized  in  providing  essential 
on-campus  services  primarily  to  students,  faculty,  and 
staff  (self-supporting) . 
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Student  Loan  Funds: 

The  resources  from  this  group  of  funds  are  available  to  students 
to  aid  in  financing  their  education.   Funds  for  the  loans  are 
provided  by  private  and  college  sources  with  the  majority  of  the 
funds  being  provided  by  the  federal  government. 

Endowment  Funds : 

Endowment  funds  are  funds  with  specific  donor  or  other  outside 
agency  restrictions  negating  the  expenditure  of  the  principal. 
Generally,  the  principal  is  to  be  maintained  in  perpetuity  and 
invested  for  the  purpose  of  producing  income. 

Plant  Funds: 

Plant  funds  are  separated  into  three  distinct  self-balancing 
subgroup  accounts: 

Unexpended  plant  -  utilized  for  long-term  institutional 
assets. 

Retirement  of  indebtedness  -  utilized  for  debt  servicing 
and  retirement  of  indebtedness. 

Investment  in  plant  -  denotes  the  cost  of  long-term 
institutional  assets  and  related  liabilities  and  equity. 

Inventories : 

Inventories,  which  consist  mainly  of  bookstore  supplies,  are 
valued  at  cost  (first-in/first-out  method). 

Investments: 

Investments  are  carried  at  cost  which  approximate  market 
value  at  June  30,  1982. 

Plant  and  Equipment : 

Equipment  acquired  with  restricted  grants  and  contracts  are 
recorded  as  an  addition  to  investment  in  plant  at  the  time 
of  purchase.   On  certain  grants  and  contracts  title  to 
equipment  purchased  is  vested  with  the  grantor  or  contractor 
until  completion  of  the  project  at  which  time  the  equipment 
may  revert  to  the  college. 

Capital  additions  funded  directly  by  the  state  and  federal 
government  during  the  year  ended  June  30,  1982  are  recorded 
as  additions  to  investment  in  plant. 

Unearned  Tuition  and  Fees 

Summer  school  tuition  and  fee  revenues  and  related  expenses  are  deferred 
at  June  30th,  and  recorded  as  revenue  and  expense  in  the  succeeding  fiscal 
year. 
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Retirement  Plans 

Full-time  employees  of  the  Montana  College  of  Mineral  Science  and 
Technology  are  all  members  of  the  Montana  Public  Employees'  Retirement 
System  or  Montana  Teachers'  Retirement  System.   The  college's  contribu- 
tion to  the  plans  totaled  $272,577  for  the  year  ended  June  30,  1982. 
At  June  30,  1982  the  Public  Employees'  Retirement  System  and  at  June 
30,  1981  the  Teachers'  Retirement  System  were  determined  to  be  actuarially 
sound  as  reported  by  the  systems'  actuary.   The  unfunded  past  service  costs 
and  the  actuarially  computed  value  of  the  vested  benefits  are  not  readily 
available  for  members  of  the  plans  employed  by  the  college. 

Statewide  Budgeting  and  Accounting  System 

The  balance  sheet,  statement  of  changes  in  fund  balances  and  statement 
of  current  funds  revenues,  expenditures,  and  other  changes  have  been  pre- 
pared in  accordance  with  generally  accepted  accounting  principles;  con- 
sequently, these  reports  differ  from  the  financial  information  recorded 
in  the  Statewide  Budgeting  and  Accounting  System. 


Note  2.    Investments 

Investments  at  June  30,  1982  consisted  of  the  following: 

Montana  Short-term  Investment  Pool  (STIP)        $1,480,111 
U.  S.  Treasury  Bills  160,738 

First  Bank  Trustee  Account  261,617 

$1,902,466 

The  investments  at  June  30,  1982  are  owned  by  the  following  funds; 

Restricted  Fund  $   70,663 

Auxiliaries  Fund  ■                    88,939 

Student  Loan  Fund  88,505 

Endowment  Fund  170,669 

Agency  Fund  126,549 

Unexpended  Plant  Fund  1,079,786 

Retirement  of  Indebtedness  Plant  Fund              277,355 

$1,902,466 


Note  3.    Bonds  Payable 

At  June  30,  1982,  bonds  payable  included  the  following: 

Bonds  payable  at  3%,  secured  by  land  grant 

income,  student  fees  and  net  project  revenues, 

payable  in  installments  through  1996,  including 

$6,000  maturing  within  one  year  (a)  $   116,000 

Bonds  payable  at  interest  rates  ranging  from 
7.5%  to  9%,  secured  by  land  grant  income, 
student  fees,  and  net  project  revenues,  pay- 
able in  installents  through  2001,  including 
$25,000  maturing  within  one  year  (a)  1,005,000 


-22- 


Note  3. 


Bonds  Payable,  cont. 


Bonds  payable  at  interest  rates  ranging  from 
A. 9%  to  6.5%.   These  are  general  obligation 
bonds  of  the  State  of  Montana  and  are  payable 
in  installments  through  2008,  including  $35,000 
maturing  within  one  year.   (b) 


2,140,000 
$3,261,000 


(a) 


The  Indenture,  dated  October 
dated  April  1,  1970,  provide, 
college  will  maintain  a  bond 
and  repair  and  replacement  re 
cial  statements  of  the  colleg 
period  of  time  as  well  as  to 
pledge  and  appropriate  the  ne 
building  fees,  and  land  grant 
payable. 


1,  1958,  and  Supplemental  Indenture 

among  other  things,  that  the 
and  interest  sinking  fund  account 
serve  account,  provide  audited  finan- 
e  to  the  trustee  within  a  specified 
any  requesting  bondholders,  and 
t  revenues  of  the  project,  student 
income  for  the  retirement  of  bonds 


(b) 


The  Board  of  Regents  has  agreed  to  provide  for  repayment  of  the 
bonds  through  certain  college  revenues.   The  revenues  include 
resident  and  nonresident  student  building  fees,  land  grant  in- 
come, and  other  revenues  from  the  operation  of  residence  and 
student  union  facilities.   However,  these  revenues  are  subject 
to  prior  pledges  of  the  other  bonds  payable. 

The  college  is  also  recipient  of  a  federal  debt  service  grant  restricted 
for  use  in  retirement  of  bond  indebtedness. 

The  annual  payments  for  all  bond  principal  requirements  are  as  follows: 

$ 


1983 
1984 
1985 
1986 

1987 

1988  -  2008 


72,000 
77,000 
82,000 
82,000 
93,000 
2,855,000 
$3,261,000 


Note  4. 


Land  Grant  Status 


The  Congress  of  the  United  States,  by  the  enabling  act  approved  Feb- 
ruary 22,  1889,  granted  to  the  State  of  Montana  100,000  acres  for  the  college 
and  provided  that  all  monies  received  from  the  sale  of  lands  belonging  to 
this  grant,  together  with  proceeds  from  the  sale  of  timber,  oil  royalties 
and  other  minerals,  should  be  credited  to  a  permanent  fund  for  each  of  the 
land  grant  institutions.   It  also  provided  that  permanent  funds  could  not 
be  used  for  any  other  purpose  and  must  remain  forever  inviolate  as  the 
property  of  each  of  the  land  grant  funds. 

The  college's  land  grant  assets  are  not  reflected  in  these  financial 
statements,  but  are  shown  in  the  Montana  Department  of  Land's  financial 
statements. 
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Note  5.    Contingent  Liability 

The  value  of  unused  vacation  and  sick  leave  accumulated  by  employees 
is  not  recorded  as  a  liability.   At  June  30,  1982  most  permanent  employees 
could  accumulate  and  carry  to  the  following  calendar  year  two  times  the 
maximum  number  of  vacation  days  earned  annually.   Unused  vacation  leave 
is  paid  at  full  value  to  employees  upon  termination.   Upon  termination, 
unused  sick  leave  earned  since  July  1,  1971  is  paid  to  the  employee  at 
25  percent  value.   At  June  30,  1982  the  college's  contingent  liability 
was  $437,578.67. 

Note  6.    Depreciation 

No  provision  has  been  made  for  depreciation  of  plant  facilities. 

Note  7.   Leases 

The  college  made  payments  of  approximately  $19,173  for  leased  equipment 
in  fiscal  year  1981-82.   Lease  rentals  are  recorded  as  expenditures  over 
the  lease  term  as  they  become  payable.   Commitments  under  lease  agreements, 
classified  as  operating  leases,  provide  for  the  following  minimum  lease 
payments: 

1982-83  $38,240 

1983-84  -0- 
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SUPPLEMENTAL  SCHEDULES 


MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 


SCHEDULE  OF  FEDERAL  GRANT  EXPENDITURES 
FOR  FISCAL  YEAR  ENDED  JUNE  30,  1982 


U.  S.  Geological  Survey 

Fort  Union  Coal 

14-08-0001-18772 

Earthquake  Hazards 
14-08-0001-19135 

Northern  Great  Plains 
14-08-0001-17412 

Aquifer  Evaluation 
14-08-0001-17406 

Soluble  Salt  Loads 
14-08-0001-18710 

Poplar  River 

14-08-0001-18723 

Hydrologic  Investigations 
14-08-0001-20039 

Oil  Shale 

14-08-0001-20040 

U.  S.  Department  of  Energy 

MHD  -  Task  2.2 
1-K002-C 

MHD  -  Task  2.3 
1-K002-C 

Geothermal  Investigation 
DE-FC07-79ID12033 

>fflD  -  Task  2.1 
1-K002-C 

MHD  -  Task  4.3 
1-K002-C 

Student  Union 

DE-FG48-81R803013 


-  Bull  Mountain 


$  404,421 
620 
17,210 
16,534 
56,945 
11,156 
56,760 
33,016 


9,939 

12,925 

135,764 

50,527 

27,858 

2,266 
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(Continued) 

National  Science  Foundation 

MONTS  15,813 

NSF  DAR  8014077  55,701 

DAR  8014077 

NSF  SER  8013885  615 

SER  8013885 

U.  S«  Department  of  Education 

Cooperative  Education  13,709 

G008005362 

Cooperative  Education  37,397 

G008104259 

VCIP  1,400 

Q008112484 

Indian  Fellowship  2,416 

G008100392 

National  Institute  of  Safety  and  Health 

OSHA  52,131 

T20H07003A 

U.  S.  Bureau  of  Mines 

Title  III  79,420 

G1114029 

Environmental  Protection  Agency 

Groundwater  Workshop  9,996 

G00829081 

Inventory  of  Ground  Water  Aquifers  62,521 

G008290800 

Department  of  Interior  -  Office  of  Surface  Mining 

High  Modulus  Fill  2,561 

G5195028 

Sedimentological  Controls  II  41,883 

G5105075 

Updated  Coal  Production  II  52,237 

G5105076 

Metal  Organic  Fort  Union  Coal  II  27,181 

G5105074 
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(Continued) 

Department  of  Interior  -  Office  of  Surface  Mining,  Cont. 

Evaluation  of  Fly  Ash  II  $   30,386 

G5115005 

Title  III  Allotment  19,454 

G5104023 

Title  III  25,660 

G5184012 

Title  III                                                       64,390 
G5186012  

Total  Grant  Expenditures  $1,430,812 
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MONTANA  COLLEGE  OF  MINERAL 
SCIENCE  AND  TECHNOLOGY 


SCHEDULE  OF  ENROLLMENT  STATISTICS 
For  Two  Fiscal  Years  Ended  June  30,  1982 


Quarter 

Summer,  1980 
Fall,  1980 
Spring,  1981 
Summer,  1981 
Fall,  1981 
Spring,  1982 


Total 

Total 

Part-Time 

Full-Time 

Total 

Full-Time 

Enrollment 

Enrollment 

Enrollment 

Equivalent 

244 

1 

245 

70.17 

455 

1,255 

1,710 

1493.8 

475 

1,242 

1,717 

1497.72 

370 

9 

379 

119.03 

476 

1,516 

1,992 

1773.43 

412 

1,453 

1,865 

1689.98 
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COLLEGE  AND  AGENCY  REPLIES 


MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 

BUTTE,  MONTANA  59701 
406/792-832 1 


BUSINESS  Office 


November  17,  1982 


Mr.  Robert  Crippen 

Newland,  Horn,  Crippen  &  Peck,  P.  C. 

Certified  Public  Accountants 

53  VJest  Broadway 

Butte,  Montana  59701 


Dear  Mr.  Crippen, 

Please  find  enclosed  the  College's  responses  to  the  auditors' 
final  reports  and  recommendations. 

My  staff  has  enjoyed  working  with  you.   We  appreciate  your 
cooperation  throughout  the  audit. 


Victor  Burt 

Director  of  Fiscal  Affairs 


VB: jlk 
end. 
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THE    MONTANA   COLLEGE    OF    MINERAL    SCIENCE    AND    TECHNOLOGY    IS    A    UNIT   OF    THE    MONTANA    UNIVERSITY    SYSTEM.    TH-    ■  1  i  HI «    COMPONENT    INSTITUTIONS  OF   WHICH    AOF    UNIVER- 
SITY   OF    MONTANA    AT    MISSOULA.    MONTANA    STATE    UNIVERSITY    AT    80ZEMAN.    WESTERN    MONTANA    COLLEGE    AT   DILLON.    EASTERN    MON'-ANA    COLLEGE    AT    BILLINGS.     Al.n    NOPTH- 
1  ERN    MONTANA  COLLEGE    AT   HAVRE- 


AUDIT  RESPONSE 

RECOMMENDATION  #1: 

WE  RECOMMEND  THAT  THE  COLLEGE  IMPLEMENT  PROCEDURES  WHEREBY  THE  PAYROLL 
REGISTER  IS  REVIEWED  AND  APPROVED  BY  MANAGEMENT  PRIOR  TO  SUBMISSION  TO 
HELENA  VIA  TELEPROCESSING. 

RESPONSE : 

Concur.   The  college  management  will  review  and  approve  the  payroll 
register  prior  to  submission  to  Helena  via  teleprocessing. 

RECOMMENDATION  #2: 

WE  RECOMMEND  THAT  THE  COLLEGE  DISCLOSE  THE  LIABILITY  AND  CHARGE  FOR 
COMPENSATED  ABSENCES  RELATED  TO  CURRENT  AND  PREVIOUS  YEARS  IN  THE 
UNRESTRICTED  CURRENT  FUND  IN  COMPLIANCE  WITH  FASB  #43  AND  NACUBO 
SPECIAL  REPORT  82-5. 

RESPONSE : 

See  Commissioner's  Office  response. 

RECOMMENDATION  #3: 

WE  RECOflMEND  THAT  THE  COLLEGE  IMPLEMENT  PROCEDURES  TO  ENHANCE  THE 
COLLECTION  OF  PETER  POTTER  LOANS.   THIS  WILL  REQUIRE  COMMUNICATION 
WITH  OTHER  UNITS  WITHIN  THE  MONTANA  UNIVERSITY  SYSTEM. 

RESPONSE: 

Concur.   The  Financial  Aid  office  is  in  the  process  of  developing  pro- 
cedures to  comply  with  the  trust  agreement  which  include  implementation 
of  a  new  receipt/billing  system  currently  being  programmed.   Our  current 
billing/receivable  system  was  not  adequate  to  handle  the  unique  stipu- 
lations of  the  trust  agreement  which  includes  students  in  all  of  the 
units  of  the  University  System. 

RECOMMENDATION  #4: 

WE  RECOMMEND  THAT  THE  COLLEGE: 

A.  REQUIRE  THE  USE  OF  WRITTEN  REQUESTS  FOR  SYSTEMS  MAINTENANCE  AND 
DEVELOPriENT .   THE  REQUESTS  SHOULD  BE  INITIATED  AND  APPROVED  BY 
THE  USERS:  AND 

B.  DEVELOP  A  ^^rtllTTEN  DISASTER  PLAN  INCLUDING  CONSIDERATION  OF  OFF- 
SITE  BACKUP  STORAGE  OF  FINANCIAL  DATA. 

RESPONSE: 

Concur.   The  college  will  modify  the  current  requests  for  systems  main- 
tenance and  development  by  having  the  user  sign  off  on  the  log  maintained 
by  the  Computer  Center. 

The  college  currently  is  in  the  process  of  designing  and  developing  a  for- 
mal disaster  recovery  plan  for  data  processing  facilities.   Included  in 
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the  design  of  the  disaster  recovery  plan  will  be  a  review  of  the  benefit 
of  off-site  storage  for  critical  data  and  applications. 

RECOMMENDATION  #5: 

WE  RECOMMEND  THAT  THE  COLLEGE  INSURE  THAT  ADEQUATE  DOCUMENTATION  IS 
MAINTAINED  TO  SUPPORT  ALL  PRIVATE  SCHOLARSHIP  PAYMENTS,  INCLUDING  EVIDENCE 
THAT  ALL  DONOR  RESTRICTIONS  HAVE  BEEN  MET. 

RESPONSE: 

Concur.   The  college  will  develop  procedures  to  insure  that  adequate 
documentation  is  maintained  to  support  all  private  scholarship  payments 
and  to  comply  with  donor  restrictions. 

RECOMMENDATION  #6: 

WE  RECOMMEND  THAT  THE  COLLEGE: 

A.  COMPLY  WITH  SECTION  2-18-611,  M.C.A.,  IN  GRANTING  ANNUAL  LEAVE:  AND 

B.  COMPLY  WITH  THE  MONTANA  OPERATIONS  MANUAL,  CHAPTER  THREE,  AND  UTIL- 
IZE THE  REQUIRED  STANDARD  REQUESTS  FOR  LEAVE. 

RESPONSE: 

Concur . 

A.  Except  in  the  one  extenuating  circumstance,  the  college  has  complied 
with  Section  2-18-611,  M.C.A.  in  granting  annual  leave. 

B.  The  college  will  look  into  the  utilization  of  Standard  Request  for 
Leave . 

RECOMMENDATION  #7: 

WE  RECOMMEND  THE  BOARD  OF  REGENTS  RESOLVE  THE  QUESTION  OF  LIABILITY 
RELATED  TO  STUDENT  ORGANIZATIONS  AND  OBTAIN  APPROPRIATE  INSURANCE  COVER- 
AGE. 

RESPONSE : 

See  Commissioner's  Office  response. 

RECOMMENDATION  #8: 

THE  COLLEGE  SHOULD  CONSULT  WITH  THE  BOND  INDENTURE  TRUSTEE  AND  ITS  LEGAL 
COUNSEL  TO  PROVIDE  FOR  AN  AMENDMENT  TO  THE  INDENTURE  EXTENDING  THE  AUDIT 
DATE  DEADLINE. 

RESPONSE: 

Do  not  concur.   This  particular  comment  has  appeared  in  all  of  our  audit 
reports  and  our  reply  is  no  different  from  our  replies  in  the  past;   in  fact, 
I  am  merely  repeating  the  comment  we  made  in  previous  years. 

We  have  checked  with  our  bond  indenture  trustee,  our  legal  counsel  and  our 
financial  advisor  for  this  bond  indenture.   They  all  concxor  that  to  have 
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this  particular  part  of  the  bond  covenant  changed  would  be  very  expensive 
and  they  see  no  problem  in  operating  the  way  we  have  in  the  past.  As 
long  as  we  continue  to  meet  the  financial  commitments  of  this  bond  indenture, 
which  we  have  done  since  its  inception,  they  see  no  problem  with  this. 

RECOMMENDATION  #9: 

WE  RECOMMEND  THE  COLLEGE  TRANSFER  INTERCOLLEGIATE  ATHLETICS  ACCOUNTS 
TO  THE  CURRENT  UNRESTRICTED  GENERAL  OPERATING  OR  DESIGNATED  FUNDS. 

RESPONSE: 

See  Commissioner's  Office  response. 

RECOMMENDATION  #10: 

WE  RECOMMEND  MONTANA  TECH  RECORD  THE  INITIAL  RECEIPT  AND  DISBURSEMENT 
OF  ALL  MANDATORY  STUDENT  FEES  IN  ITS  CURRENT  UNRESTRICTED  OR  DESIGNATED 
FUNDS . 

RESPONSE: 

See  Commissioner's  Office  response. 


-33- 


THE  MONTANA  UNJVERSITY  SYSTEM 

33  SOUTH  LAST  CHANCE  GULCH 

HELENA,  MONTANA  59620-2602 

(406)  449-3024 


COMMISSIONER  OF  HIGHER  EDUCATION 


November  18,  1982 


Mr.  Robert  Crippen 

Neland,  Horn,  Crippen  f.  Peck,  P.C. 

Certified  Public  Accountants 

53  West  Broadway 

Butte,  ^fontana  59701 

Dear  Mr.  Crippen, 

This  letter  is  in  response  to  the  audit  o£  Montana  College 
of  Mineral  Science  and  Technology.  We  have  concurred  with  the 
auditor's  recommendations  that  pertain  to  the  accounting  practices 
of  the  ^fontana  University  System. 

Sincerely, 

John  H.  Noble,  Jr. 
Deputy  Commissioner  for 
Management  and  Fiscal  Affairs 


JHN/llt 
Attachment 
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THE  MONTANA  UNIVERSITY  SYSTEM  CONSISTS  OF  THE  UNIVERSITY  OF  MONTANA  AT  MISSOULA,  MONTANA  STATE  UNIVERSITY  AT  BOZEMAN,  MONTANA  COLLEGE 
OF  MINERAL  SCIENCE  AND  TECHNOLOGY  AT  BUTTE,  WESTERN  MONTANA  COLLEGE  AT  DILLON,  EASTERN  MONTANA  COLLEGE  AT  BILLINGS 

AND  NORTHERN  MONTANA  COLLEGE  AT  HAVRE. 


CONMSSIONER'S  OFFICE  RESPONSE 


RECOMMENDATION  #2: 

We  recommend  that  the  college  disclose  the  liability  and  charge  .for 
conpensated  absences  related  to  current  and  previous  years  in  the 
unrestricted  current  fund  in  compliance  with  SPAS  #43  and  NACUBO 
Special  Report  82-5. 

RESPONSE: 

Partially  concur. 

By  disclosing  the  FY  82  compensated  absence  liability  per  the  method 
required  in  SFAS  #43,  the  result  will  be  a  negative  fund  balance 
amount  in  the  current  unrestricted  account.  This  is  undersirable 
for  purposes  of  reporting  the  balance  sheet  of  each  campus. 

This  whole  area  is  just  now  being  addressed  and  until  a  decision  is 
made  as  to  how  to  fund  the  liability  for  compensated  absences,  it  is 
more  desirable  for  us  to  disclose  the  liability  as  has  been  done  in 
the  past;  namely,  including  it  as  a  Note  to  the  Financial  Statements. 


RECOMMENDATION  #7: 

We  recommend  the  Board  of  Regents  resolve  the  question  of  liability 
related  to  student  organizations  and  obtain  appropriate  insurance 
coverage. 

RESPONSE: 

Concur. 

We  will  meet  with  the  state  insurance  division  and  attenpt  to  resolve 
the  question  of  state  liability  involving  student  organizations. 

RECOMMENDATION  #9: 

We  recommend  the  college: 

A.  Transfer  intercollegiate  athletic  accounts  to  the  current  unre- 
stricted general  operating  or  designated  funds. 

RESPONSE: 

Concur. 

Intercollegiate  athletics  will  be  transferred  to  a  designated  sub- 
fund  within  the  current  unrestricted  fund  groip. 
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COMMISSIONER'S  OFFICE  RESPONSE  (Continued) 


RECOMMENDATION  #10: 


We  recoiimend  Montana  Tech  record  the  initial  receipt  and  disbursement 
of  all  mandatory  student  activity  fees  in  its  current  unrestricted  or 
designated  funds. 


RESPONSE: 


We  will  record  the  student  activity  fee  revenues  in  a  designated  current 
unrestricted  account  that  will  provide  separate  accounting  for  student 
organizations.  We  do  not  intend  to  co -mingle  the  student  activity  fee 
revenue  with  state  appropriated  funds. 
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